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..- blacksmith? . . . Blackstone? 
“No connection," you say, and yet— 


Manufacturers of such prosaic articles 
as mouse traps and razor blades are 
often expected to know all the multi- 
farious laws, rules, and regulations 
applicable to the transfer of their 
company's stock—and to have the 
judgment in applying this knowledge, 
that can be gained only through long 
and varied experience in stock transfer 
and familiarity with precedents. 


With the courts universally decreeing 

that the company's officials are legally 

responsible for the proper transfer of 

its stock-—and with its stock books 

subject to unexpected and unfriendly 

scrutiny —how much better to entrust 

all such matters to an experienced 

transfer agent, relieving the officials 

from unfamiliar detail and allowing 

them to spend their full time and en- 

ergy in bettering their business and be 
pursuing financial success. 4 od eupade talee ee 
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The Corporation Journal is published by The Corporation Trust 
Company, monthly, except in July, August, and September. Its pur- 
pose is to provide, in systematic and convenient form, brief digests of 
significant current decisions of the courts, and the more important 
regulations, rulings or opinions of official bodies, which have a bearing 
on the organization, maintenance, conduct, regulation, or taxation of 
business corporations. It will be mailed regularly, postpaid and with- 
out charge, to lawyers, accountants, corporation officials, and others 
interested in corporation matters, upon written request to any of the 
company’s offices (see next page). 

When it is desired to preserve The Journal in a permanent file, a 


special and very convenient form of binder will be furnished at 
cost ($1.50). 
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Having offices or representa- 
tives in every state and territory 
of the United States and in the 
District of Columbiaand inevery 
province of Canada, we: 


1—obtain for lawyers, from 
official sources, any official 
information the lawyer needs 
for incorporating or qualify- 
inga client inany jurisdiction: 


2—under the lawyer's direc- 
tion, attend to all clerical 
details of incorporation or 
qualification as each different 
jurisdiction may require—fil- 
ing, recording, advertising, 
holding incorporators’ meet- 
ing, etc.; 


3—under the lawyer's direc- 
tion, furnish the statutory 
office or agent required for 
either domestic or foreign 
corporation in any jurisdic- 
tion: 


4- 9 attorneys infoamed 
of all state taxes to be ep 
and reports to be filed by a 
client corporation in the 
state of incorporation and any 
states in which it may qualify 
as a foreign corporation. 


+ « + 100 West 10th Street 


Having completely equipped 
transfer departments at the New 
York, Jersey City and Wilming- 
ton offices we are able to serve 
at whichever office is preferred: 


1—as Transfer or Co-Transfer 
it, or Registrar, for the se- 
curities of corporations ; 


2—as Custodian of Securities, Es- 
crow Depositary or Depositary 
for Reorganization Committees, 


or Liquidating Agent for corpo- 
rations being dissolved. 


The associated companies’ loose-leaf service division 


COMMERCE) CLEARING HOUSE, ING, 


NEW YORK CHICAGO WASHINGTON 


EMPIRE STATE BLDG, 214N, MICHIGAN AVE. MUNSEY BLOG, 


—compiles and publishes a complete line of Loose Leaf 
Services covering new business laws and taxes, both 
Federal and State. 


Partial List of Fields or Topics Covered 


Federal Taxes + State and Local Taxes + Social 
Security - Liquor Control - Banking ~- Public 
Utilities + Securities - Insurance - Trade Regu- 
lation + Carriers + Aviation + Food, Drugs and 
Cosmetics + Bankruptcy - Warlaw ~- Chattel 
Mortgages + Conditional Sales - Labor + Trusts 
and Estates - AccountancyLaw + Congressional 
and Legislative Reporting + U. S$. Supreme Court 
Reporting + Canadian Taxes ~- Inheritance Taxes 
Federal Administrative Procedure 





What Constitutes Doing Business 
Contractors 


Where a foreign corporation, en- 
gaged in business as a contractor, 
has entered into an agreement with 
the Federal Government to per- 
form work in a state in which the 
company is not licensed to do busi- 
ness, it has been definitely estab- 
lished that such a contract gives 
rise to no immunity from com- 
pliance by the corporation with 
statutes requiring a foreign cor- 
poration to obtain authority to do 
business there or requiring the pay- 
ment of annual taxes to the state.’ 

Ordinarily, the mere submission 
of a bid by an unlicensed foreign 
corporation is not, of itself, looked 
upon as “doing business” so as to 
require the obtaining of authority 
to do business before the bid is 


submitted.? Usually, if the bid is 
accepted, it is followed by activi- 
ties on the part of the foreign cor- 


poration, in the state in which it 
was not licensed when tendering 
the bid, which, of themselves, con- 
stitute “doing business.” There- 
fore, it is customary under such 
circumstances to effect qualification 
immediately after the acceptance 
of the bid, lest questions be sub- 
sequently raised, in the event of 
suit upon the contract, as to the 
validity of the contract under the 
law of the state in which it was 
accepted.® 

In addition to the requirements 
in effect in all states for the qualify- 
ing or licensing of foreign cor- 
porations as such, 21 states, by 
state legislation, impose contractors’ 
licenses upon those engaged within 
them in the contracting business.‘ 
In 8 of these states, such contrac- 
tors’ licenses must be secured be- 
fore bids may be submitted.’ 


1E. E. Morgan Co., Inc. v. State for Use and Benefit of Phillips County, 150 
S. W. 2d 736, appeal dismissed for want of a substantial Federal question by 


the Supreme Court of the United States, 62 S. Ct. 77, rehearin 


175; Baltimore Shipbuildi 
v. Dravo Contracting Co., 


denied, 62 S. Ct. 


and Dry Dock Co. v. Baltimore, 195 U. S. 375; James 
S. Ct. 208; Ranier National Park Co. v. Henneford et al., 


45 P. 2d 617, certiorari denied, 56 S. Ct. 307; Ranier National Park Co. v. Martin 


et al., 18 F. Supp. 481, affirmed, 302 U. 
* Ebi reeze et al., 240 Ill. App. 80; Will v. City of Bismarck, 36 N. D. 
570, 163 N. W. 550; Hogan v. St. Louis, 176 Mo. 149, 75 S. 


nger U. 


S. 661. 


. 604; State v. Amer- 


ican Book Co. et al., 69 Kan. 1, 76 Pac. 411. 
*In nineteen states, a foreign corporation is denied the use of the courts to 


enforce its contracts entered into before qualification at a time when the corpo- 
ration is “doing business” in the state, even after the corporation is qualified. 
In twenty-three other states, the use of the courts to enforce such contracts is 
withheld, by statute, until qualification is effected. 

‘Alabama, Arizona, Arkansas, California, Delaware, Florida, Georgia, Idaho, 
Louisiana, Maryland, Mississippi, Montana, Nevada, New Mexico, North Caro- 
lina, North Dakota, South Carolina, Tennessee, Utah, Virginia, West Virginia. 

* Arizona, Arkansas, Nevada, North Carolina, South Carolina, Tennessee (con- 
tracts for construction of public roads), Utah and Virginia. In Arizona, a foreign 
corporation is required by statute to state it is qualified as such when applying for a 
contractor’s license. In Alabama, by statute, a foreign corporation submitting 
a bid which may result in a contract for a public improvement must accompany 
its application with a Secretary of State’s Certificate that it is authorized to do 
business there. In Virginia, an unqualified foreign corporation, before bidding 
on any contract, must appoint the Secretary of the Commonwealth as its agent 

the service of process. 
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Domestic Corporations 


Delaware. 


Before instituting a derivative action, where an application to the 
board of directors has failed or would be useless, plaintiff stock. — 
holders need not first make effort to obtain action by stockholders 
generally. In a Federal District Court derivative action by certain 
stockholders against their Delaware corporation and all of its direc- 
tors for misfeasance and accounting of funds spent, the court made 
the following observation: “I am not satisfied that the law of Dela- 
ware requires that an effort be made to obtain action from the stock- 
holders where an application to the board of directors either has 
failed or would be perfectly useless. No decision of the courts of 
Delaware so holding has been cited to me.” Tobelman et al. v. Mis- 
souri-Kansas Pipe Line Co. et al., 41 F. Supp. 334. Julius M. Rosen- 
field (of Rothbart & Rosenfield), of Chicago, IIl., and John J. Morris, 
Jr., and Harold B. Howard (of Hering, Morris, James & Hitchens), 
of Wilmington, Del., for plaintiff Lorena W. Tobelman, and others, 
Robert Burnett (of Burnett, Stern & Liberman), of St. Louis, Mo., 
and Herbert L. Cohen, of Wilmington, Del., for intervenor Charles 


W. Hahn. Arthur G. Logan (of Logan & Duffy), of Wilmington, 
Del., for defendants. 


Illinois. 


Assignment of patents and trade marks by a corporation after its 
dissolution held a nullity. Plaintiff filed his petition praying for a 
declaratory judgment decreeing title to certain patents and trade 
marks to be in him. He derived his alleged title from a corporation 
which, prior to the attempted assignment, had been dissolved by de- 
cree of the Superior Court of Illinois, and the question presented was 
whether the corporation was still alive for the purpose of winding up 
its affairs. The United States District Court, N. D., Illinois, E. D,, 
ordered the complaint dismissed. It noted that the Business Cor- 
poration Act of 1933 did not contain a provision, found in the prior 
law, to the effect that the existence of a dissolved domestic corpora- 
tion was extended for two years from the date of dissolution for the 
purpose of winding up its affairs, and that the only provision in 
the Act for extending the life of such a corporation stipulates that the 
dissolution of the corporation “shall not take away or impair any 
remedy given against such corporation, its directors, or shareholders, 
for any liability, incurred prior to such dissolution if suit thereon is 
brought and service of process had within two years after the date 
of such dissolution.” The court remarked that it seemed quite evi- 
dent that the Legislature intended that the decree dissolving the 
corporation should terminate its existence absolutely except for the © 
purpose of enabling a creditor to maintain an action against it. Ite 
was therefore held that as the assigning company was not in exist- — 
ence when the assignment was made, the purported assignment of the © 
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atents and trade marks to the plaintiff was a nullity. Laning v. 

ational Ribbon & Carbon Paper Mfg. Co., 40 F. Supp. 1005. Gordon 
F. Hook and Wilkinson, Huxley, Byron & Knight of Chicago, for 
plaintiff. Moses, Kennedy, Stein & Bachrach of Chicago, for 
defendant. 


Michigan. 

Although charter had been forfeited for more than three years for 
nonpayment of franchise taxes, corporation ruled able to maintain 
replevin suit to recover its property. Defendant sheriff had levied 
upon and seized goods of the plaintiff corporation in satisfaction of 
a judgment which had been obtained against an individual whose 
wife, also a plaintiff, owned 298 of the 300 shares of the corporation. 
In this action, brought to replevin and recover the property, the 
defendant sheriff filed a motion to dismiss the suit because the plain- 
tiff corporation had had its charter voided in 1934 for its failure to 
pay annual franchise taxes. The Supreme Court of Michigan said: 
“The sole question involved in this appeal is: Can a corporation 
whose charter has been forfeited for failure to file annual reports, 
and after the expiration of the three-year limit for winding up its 
affairs, maintain an action in a court of this state to recover property 
belonging to it and unlawfully taken from it?” The lower court was 
reversed in granting the motion to dismiss and the cause was remanded 
for a trial on its merits. The Michigan Supreme Court, after referring 
to the corporation and its status as a result of its default, concluded: 
“There are many things it cannot do by reason of the prohibition of 
the statute; but to hold, protect and repossess its property is not one 
of the things it cannot do by reason of such prohibitory provisions. 
It would be doing a great injustice to the right to own and hold 
property for us to say that the courts of this state are closed to a 
defaulting corporation to continue the possession of its property and 
to conserve the same, by repossessing it by replevin from one who 
has unlawfully obtained and is unlawfully withholding possession 
thereof from its lawful owner.” John J. Gamalski Hardware, Inc. 
et al. v. Baird, Sheriff, et al.,299 N. W.757. Philip Wunter and Louis 
Rosenzweig of Detroit, for plaintiff and appellant. Joseph W. Solo- 
mon and Reuben Glazer of Detroit, for defendant and appellee. Com- 
merce Clearing House Court Decisions Requisition No. 265714. 


New York. 


Stockholder seeking recovery because of alleged conspiracy to 
depreciate market value of stock held required to show special dam- 
age was actually suffered. The plaintiff, Coronado Development 
Corporation, a stockholder of Bagdad Copper Corporation, instituted 
this action in its own right to recover general damages for the depre- 
ciation of the market value of the latter corporation’s stock resulting 
from a so-called conspiracy on the part of the appellant and his co- 
defendants to depreciate the market value of the stock in order to 
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buy it in at a price far below its intrinsic value. The New York” 
Supreme Court, Appellate Division, First Department, observed; & 
“It is not alleged i in the pleading here under attack that plaintiff lost . 
the benefits of a sale which it otherwise would have made ; that it could - i 
have sold the stock to a prospective purchaser or that it even contem- © 
plated its sale. The question arises as to what damages, if any, — 
plaintiff actually has sustained. It is not alleged that the intrinsic 
value of the stock has been affected in any way by the acts of the 
so-called conspirators. The charge that ‘Bagdad shares have been 
rendered practically valueless and have become unsalable in the 
market to the direct damage of plaintiff in the sum of $600,000’ is not 
sufficient. Plaintiff, in order to succeed in this action, would have 
to show that it actually suffered special damage. Our view, there- 
fore, is that the complaint must contain an allegation of loss which 
can be measured in point of time and in terms of money. Since it 
fails to do so, it will be dismissed.” Coronado Development Corpora 
tion v. Millikin, New York Supreme Court, Appellate Division, First 
Department, October 31, 1941. Commerce Clearing House Court 
Decisions Requisition No. 268596. Thomas A. Halleran, of counsel 
(George M. Billings with him on the brief; Cravath, deGersdorff, 
Swaine & Wood, attorneys), for appellant. Jacob M. Mandelbaum, 
of counsel (Leon Kauffman and Joseph Straus with him on the 
brief), for respondent. 

Corporate chattel mortgage given by one stockholder, purchasing 
other stockholders’ shares, ruled invalid as a declaration of a 
hibited “dividend.” A holder of 50 shares of the bankrupt corporation’s 
stock purchased 25 shares each from two other stockholders, for $6,100, 
the terms being $3,100 in cash and the balance of $3,000 in the form 
of a chattel mortgage executed to the two stockholders upon the 
assets of the bankrupt. It was conceded that the corporation re 
ceived no money as a result of the execution of the mortgage. The 
United States District Court, E. D., New York, ruled that the execu- 
tion of the mortgage was invalid under Section 58 of the Stock 
Corporation Law, which prohibits the payment of “dividends,” unless 
the value of the corporation’s remaining assets “shall be at least equal 
to the aggregate amount of its debts and liabilities, including cap- 
ital.” The court regarded the assets of the bankrupt as substan- 
tially depleted by the transaction. In re Yukon Ice Cream Co., Inc. 
41 F. Supp. 466. Max Feinberg of Brooklyn, for trustee. Bornstein 
and Bornstein of Rockaway Beach, for the mortgagees. 


Pennsylvania. 


Merger of wholly owned Pennsylvania subsidiaries into Pennsyl- 
vania parent company, providing for conversion of parent’s pre 
ferred shares, on which accrued dividends were unpaid, upheld. 
Plaintiffs were owners of preferred stock of defendant Pennsylvania — 
company on which dividends had accumulated and remained unpaid 
in the amount of $45.75 per share as of April 1, 1941. Subsequently © 
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a merger was effected with two of defendants wholly owned sub- 
sidiaries—also Pennsylvania corporations. Plaintiffs were un- 
successful in the Federal District Court in an attempt to prevent the 
holding of the stockholders’ meeting at which defendants’ stock- 
holders voted upon the proposed merger and also in their endeavor 
to have the merger and recapitalization declared void. Under the 
plan, each old preferred share of defendant (including accrued but 
unpaid dividends) was to be converted and exchangeable for one-half 
share of new preferred stock series A, one-half share of new con- 
vertible preferred stock series B and one and one-quarter shares 
of new common stock without par value. After the merger, the de- 
fendant, the surviving corporation, declared a dividend of $1.25 on 
the new preferred stock and also a dividend on the new common 
stock. The United States District Court, Western District of Penn- 
sylvania, preliminarily enjoined the defendant from paying the com- 
mon stock dividend but denied similar action with respect to the 
preferred dividend. The court found the merger was valid and had 
been lawfully consummated and ruled that it was not unfair or un- 
lawful because, as plaintiffs contended, it deprived them of their 
right to the payment in cash of their accumulated dividends. After 
examining the text of the original charter of defendant, the court 
observed: “There is no covenant to pay accumulated dividends on 
such stock in cash before a merger may take place. A contract of 
merger which provides for a conversion of shares of stock of merging 
corporations, and all rights appertaining thereto, is authorized by 
statute, and is not the taking of property without the due process of 
law. A dissatisfied shareholder can always secure the fair value of 
his shares under the provisions of section 908 of the merger statute 
by petition to the court of common pleas, in equity, within the county 
in which the surviving corporation has its registered office, to have 
the fair value of his shares appraised.” Plaintiffs’ bill was ordered 
dismissed. Hubbard et al. v. Jones & Laughlin Steel Corporation, 
United States District Court, Western District of Pennsylvania, 
December 19, 1941; 90 Pittsburgh Legal Journal 1. Commerce 
Clearing House Court Decisions Requisition No. 271978. Bennett 
Rodgers of Pittsbureh and Arthur Garfield Hays, Alan S. Hays and 
Seymour M. Heilbron of New York City, for plaintiffs. H. Eastman 
Hackney, Elder W. Marshall, J. J. Heard and Reed, Smith, Shaw & 
McClay of Pittsburgh, for defendant. 

Service upon a Pennsylvania company in a county in which it did 
not transact a substantial portion of its business, set aside. Service 
upon defendant Pennsylvania corporation, which had its only manufac- 
turing plant and all of its real and personal property in Macungie, 
Lehigh County, Pennsylvania, was made in an equity action upon its 
secretary at his law office in Philadelphia. The company had no 
property of any kind and no office, salesmen or agents in Philadelphia. 
In 1939, a stockholders’ meeting, adjourned from Macungie, was 
held in Philadelphia and a directors’ meeting was also held in that 
city on the same day. The Court of Common Pleas No. 5, Phila- 
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delphia County, after observing that the test to be applied = 
whether the corporation transacted a substantial portion of its busi- 
ness in the county in which service had been effected, concluded, from % 
the pleadings, that the facts did not disclose the transaction of a — 
substantial portion of the business there and that, therefore, the — 
corporation was not amenable to the jurisdiction by the serving of a — 
summons on its secretary and ordered the bill dismissed. Fleck 9, ~ 
East Penn Foundry Company,* Court of Common Pleas No. 5, Phila- 
delphia County, June 18, 1941. Commerce Clearing House Court 
Decisions Requisition No. 268500. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Pennsylvania, page 324. 


Wisconsin. 

Amendment permitting issuance of stock for services upheld 
against dissenting stockholder’s claim for preemptive right to sub- 
scribe. The charter of -complainant company was amended, by vote 
of more than ninety-six percent of the stockholders, to authorize the 
directors to issue treasury stock up to a specified amount to such 
officers or employees of the corporation and for such consideration 
in money or services as the board might determine. The amend- 
ment also provided that no prior offer of such shares was to be made 
to the stockholders and that the stockholders were not to have any 
preemptive or preferential right to subscribe for or purchase them. 
The Supreme Court of Wisconsin overruled the objection of appellant 
dissenting stockholder that she had not been afforded an oppor 
to subscribe for a pro rata portion of stock issued under the ame 
ment. It observed that she, like all other stockholders, took her 
stock subject to amendment under Sec. 180.07, stats., by two-thirds 
vote in respect of anything which might have been originally pro- 
vided in the articles and that the judgment of the stockholders 
determined whether the amendment was in the interests of the cor- 
poration, which was engaged in the operation of a sanitarium. “We 
think it clear,” said the court, “that in a business such as respondent's, 
with its success so dependent upon the character, ability and reputa- 
tion of the personnel of its staff, it may be just as necessary, and 
under certain circumstances even more necessary, in the interest of 
its stockholders, to issue stock in order to procure services.” Mil 
waukee Sanitarium v. Swift, 300 N. W. 760. Dougherty, Arnold & 
Kivett of Milwaukee, for appellant. Miller, Mack & Fairchild and 
Bert Vandervelde, of Milwaukee, for respondent. 

Stockholders of cooperative association held liable as such under 
provision of general corporation law. The Supreme Court of Wis 
consin has ruled that the stockholders of a Wisconsin cooperative 
corporation were subject to a provision of the general corporation law 
providing for personal liability on the part of stockholders of a corpora — 
tion which contracted obligations with others than its members before — 
one-half of its capital stock was subscribed and one-fifth of its author 
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ized capital stock was actually paid in. The court noted that the 
general corporation law was, by statute, made generally applicable 
to cooperative corporations. The plaintiffs, who had sold material to 
the corporation before the requisite subscriptions had been received 
and the required proportion of authorized capital stock had been 
paid in, were regarded as having a good cause of action against the 
defendant stockholders of the corporation, which had been subse- 
quently adjudged insolvent. Schoenburg et al. v. Klapperich et al., 
300 N. W. 237. William E. Kaplan of Wausau and Theo. W. Bra- 
zeau of Wisconsin Rapids, for appellants. Reginald I. Kenney of 
Milwaukee, for respondents. 


Foreign Corporations 


Alabama. 


Question of “doing business” held'a question of fact for the jury, 
where evidence is in conflict. In an action brought by an unlicensed 
foreign corporation against one of its Alabama agents and two of his 
guarantors under a bond given by the agent to the corporation, it was 
alleged that the company had transacted business in violation of the 
state Constitution and statutes. The corporation insisted it was 
engaged solely in interstate commerce, its Alabama orders being sent 
to Minnesota for acceptance or rejection and, if accepted, orders were 
filled by the shipment of goods into Alabama. The Supreme Court 
of Alabama, in its opinion, said: “The appellant was engaged in the 
business of manufacturing and selling goods, wares and merchandise. 
If the business carried on in this State consisted wholly in the sale 
and delivery of goods to be brought into the State upon orders taken 
either in or out of the State our Constitution and statutes have no 
application. If, on the other hand, the business carried on in this 
State included something more than such interstate commerce, the 
Constitution and statutes do apply. Where the evidence is in con- 
flict, the question is one of fact to be determined by the jury. Other- 
wise, it is a question for the court. In the instant case, the inferences 
to be drawn from the evidence are not, as matter of law, so obvious as 
to justify the taking of the question from the jury.” A verdict for 
the defendants was affirmed, as the court found no error in the record 
for a reversal. J. R. Watkins Company v. Goggans et al.,* Supreme 
Court of Alabama, October 30, 1941. Commerce Clearing House 
Court Decisions Requisition No. 268511. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Alabama, page 301. 


Massachusetts. 


Proclaimed Delaware corporation ruled able to maintain action 
two years after proclamation for nonpayment of taxes. Defendants, 
who were sued in a Massachusetts Federal District Court, contended 
that plaintiff Delaware company, which had been proclaimed in Dela- 
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ware for nonpayment of taxes almost two years before suit 
begun, had no power to maintain the action. The United States D 
trict Court, D. Massachusetts, however, denied defendant’s mot 

for a summary judgment, observing that “the decisions in Delaware | 
have made it quite clear that Section 42 of their General Corporation | 
Law continues the existence of a corporation, whose charter has _ 
become inoperative and void under the provisions of the Franchise — 
Tax Act, for a period of three years for the limited purposes provided © 
by that section,” one of which was the purpose of “prosecuting and — 
defending suits.” United Automatic Rifles Corporation v. Johnson 
et al., 41 F. Supp. 86. Arthur Berenson and Bernard Berenson of — 
Boston, for plaintiff. Richard Wait and Donald M. Hill (of Choate, — 
Hill & Stewart), of Boston, for defendants. 


New York. 


Service upon a qualified foreign corporation upheld where made 
upon its designated agent as “an officer”-of company. Service of — 
process upon defendant foreign corporation was made upon the 
person who had been designated by it to receive service in its behalf, 
This service was sustained by the Supreme Court, Appellate Divi- 
sion, Fourth Department, where the proof of service referred to the 
recipient merely as “an officer of said corporation,” and where this” 
person had, prior to the service, written the company stating he 
resigned “as service agent,” although he continued in the corpora- 
tion’s employ until after the service of the summons and the 
company did not designate another in his place to receive service 
or take any other action. Ange v. The General Crushed Stone Co., 
30 N. Y. S. 2d 912. Commerce Clearing House Court Decisions 
Requisition No. 268996. William J. Darch of Batavia, for defend- 
ant-appellant. William L. Clay of Rochester, for plaintiff-respondent. 


Pennsylvania. 


In suit under Federal copyright Act against an unlicensed foreign 
corporation, service was set aside where made upon an agent solicit- 
ing orders on a commission basis, forwarded to another state for 
acceptance or rejection. Under the Federal copyright Act, suits 
for infringement may be brought “in the district of which the defend- 
ant or his agent is an inhabitant, or in which he may be found.” 
Defendant New York company had an agent in Pittsburgh, employed — 
on a commission basis who solicited orders which were forwarded 
to New York for acceptance or rejection. His name was listed in 
the telephone book, in conjunction with that of the defendant com- 
pany, both at an office he rented and at his home. In the building 
directory, the company’s and the agent’s office were listed in the © 
same room. The United States District Court, Western District — 
of Pennsylvania, originally ruled that this agent was a proper agent — 
of the defendant under the statute upon whom service upon a 


defendant could be made. Upon rehearing, however, after the filin a 
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of an affidavit that the listings in the telephone and building directories 
were made upon the agent’s own responsibility and not effected or 
authorized by the defendant, the court ruled that defendant was 
not properly served and granted a motion to quash the service. 
Carpenter v. Prentice-Hall, Inc.,* United States District Court, 
Western District of Pennsylvania, opinions dated August 14, 1941 
and November 18, 1941. Commerce Clearing House Court Decisions 
Requisition Nos. 265317 and 265317-A. 


* The full text of these opinions is printed in The Corporation Tax Service, 
Pennsylvania, page 327. 


PRBS ABP 


Taxation 


Federal. 


Capital stock tax return, containing error in valuation of capital 
stock, could not be amended after expiration of statutory due date. 
In affirming Scaife Company v. Commissioner of Internal Revenue, 117 
F. 2d 572, on December 22, 1941, the Supreme Court of the United 
States ruled that it was without power to give relief where an 
error in the declared value of the capital stock of the corporation has 
been made in a capital stock tax return, timely filed, and an amended 
return to correct the error, filed after the statutory due date, has 
been rejected. Scaife Company v. Commissioner of Internal Revenue,* 
Supreme Court of the United States, December 22, 1941; Docket 
No. 57. Commerce Clearing House Court Decisions Requisi- 
tion No. 272047 ; 62 S. Ct. 338. 


* The full text of this opinion is printed in the CCH Standard Federal Tax 
Service—1942—J 9161. 


Minnesota. 


Qualified foreign holding company, with principal place of busi- 
ness in Minnesota, ruled “domiciled” there for income tax purposes. 
Section 23 (b) of the income tax laws of Minnesota provided that 
income of a recipient “domiciled within this state” from intangible 
personal property employed in the business of such recipient “if such 
business consists principally of the holding of such property and 
the collection of the income and gains therefrom,” was to be assigned 
to Minnesota. Respondent, a Delaware holding company, admitted 
to do business in Minnesota, and having its only business office there, 
had been ruled by the board of tax appeals not to be “domiciled” in 
that state, although doing a local business there. The Minnesota 
Supreme Court reversed the order of the board. The court referred 
to the Section 2 of the act, which imposed a tax on every “foreign 
corporation” for the privilege “of transacting any local business 
within this state,” and also to Section 23 (b), referred to above, and 
said: “Section 2, read together with the whole of the act, particu- 
larly § 23 (b), indicates that when in the latter the word ‘domiciled’ 
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was used the intent was to include foreign corporations legally doing 
business here under local law. Any other construction would prow ~ 
duce not only irreconcilable conflict between the two sections but ~ 
also, and in large measure, would defeat a plainly declared purpose — 
of the law. In holding that for income tax purposes respondent — 
was not domiciled in Minnesota during the year in question, the” 
board of tax appeals was in error, and in consequence its order must 
be reversed.” Canisteo Corporation v. Spaeth, Commissioner of Tag- ~ 
ation,* Minnesota Supreme Court, October 31, 1941. Commerce _ 
Clearing House Court Decisions Requisition No. 268431. 


* The full text of this opinion is printed in The Corporation Tax Servien@ 
Minnesota, page 1725. 


Appealed to The Supreme Court 


The following cases previously digested in The Corporation Journal have 
been appealed to The Supreme Court of the United States.* 


Catirornia. Docket No. 283. Butler Brothers v. McColgan, Fran- 
chise Tax Commissioner, 111 P. 2d 334. (The Corporation Journal, 
November, 1941, page 38.) California Bank and Corporation Fraa- 
chise Tax Act—allocation of income. Appeal filed, July 19, 1941. 
Probable jurisdiction noted, October 13, 1941. 


FeperaL. Docket No. 57. Scaife Company v. Commissioner of 
Internal Revenue, 117 F. 2d 572. Federal capital stock tax—amended 
return filed after expiration of unextended due date. Appeal filed, 
April 23, 1941. Certiorari granted, June 2, 1941. Argued, December 
11, 1941. Affirmed, December 22, 1941. (See page 111.) 


* Data compiled from CCH U. S. Supreme Court Service, 1941-1942. 
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Regulations and Rulings 


Fioripa—The State Comptroller has indicated that stores selling 
at retail exclusively are subject to the chain store tax only, and not to 
the license tax on sellers of tangible personal property, while stores 
which sell both at retail and wholesale are subject to the chain store 
tax on their retail business and to the license tax mentioned on their 
wholesale business. (Florida CT (Corporation Tax) Service, J 49-014.) 

Kentucky—The Attorney General of Kentucky has ruled that a 
foreign corporation owning a certificate of convenience and necessity, 
which authorizes it to operate a bus line in Kentucky is liable for a 
franchise assessment even though it leases such certificate to another 
company to operate the line, as the leasing of such intangible property 
constitutes engaging in business in Kentucky and subjects it to fran- 
chise taxation. (Kentucky CT, {[ 4-002.) 

The Attorney General of Kentucky has advised the Commissioner 
of Revenue that an airline corporation engaged in interstate commerce 
with respect to Kentucky is doing business there so as to be subject to 
the income tax. (Kentucky CT, f 14-500.) 

MarYLanD—Foreign corporations engaged solely in interstate com- 
merce in Maryland are not subject to the payment of the $25 filing fee 
when filing their annual report. (Opinion of Attorney General to State 
Tax Commission, Maryland CT, { 5-005.) 

Missouri—A domestic corporation which dissolves prior to March 
20th in the taxable year, or a foreign corporation which withdraws from 


the state prior to March 20th in the taxable year, is not subject to pay 
a franchise tax for such year. cae of Attorney General to State 


Tax Commission, Missouri CT, { 501.) 

New York—The Attorney General of New York has ruled that a 
business corporation may not be subjected to the franchise tax on 
domestic corporations imposed by Article 9-A of the Tax Law after 
the filing of a certificate of dissolution under Sec. 105 of the Stock Cor- 
poration Law unless the corporation, notwithstanding the filing of such 
certificate, continues to carry on business as distinguished from such 
acts as are necessary to adjust and wind up its business and affairs. 
(New York CT, { 200-518.) 

TENNESSEE—The Attorney General of Tennessee has ruled that in 
connection with deductions of stock owned in another corporation pay- 
ing the franchise tax, the value of the stock is such value as is carried 
on the books of the parent company. (Tennessee CT, { 4-018.) 

Texas—The Attorney General of Texas has advised the Comp- 
troller of Public Accounts that the transfer of rights to receive stock is 
taxable whether or not such rights are evidenced by a certificate or 
other instrument, and that the stock transfer tax is imposed upon the 
transfer of the rights rather than upon the evidence of such rights. 
(Texas CT, J 60-908.) 

_The Attorney General of Texas has ruled that foreign ordinary 
business corporations are not required to keep stock transfer records 
in Texas under either Article 10, Section 3, Constitution of Texas, or 
Article 1328, Vernon’s Texas Civil Statutes. (Texas CT, § 60-911.) 
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Some Important Matters for 
February and March 


This Calendar does not purport to be a complete calendar of all matters e 
requiring attention by corporations in any given state. It is a condensed calendar © 
of the more important requirements covered by the State Report and Tax Bulleting 
of The Corporation Trust Company. Attorneys interested in being furnished ~ 
with timely and complete information regarding all state requirements in any 
one or more states, including information regarding forms, practices and ruli 
may obtain details from any office of The Corporation Trust Company or C 
Corporation System. 

AvtaBsaMA—Annual Franchise Tax Return due between January 1 and 
March 15.—Domestic and Foreign Corporations. 

Income Tax Return and Returns of Information at the 
source due on or before March 15.—Domestic and Foreign Cor- 
porations. 

Annual Franchise Tax due April 1, but may be paid with- 
out penalty until April 30.—Domestic and Foreign Corporations, 

Avaska—Annual Report due within 60 days from January 1.—Do- 
mestic and Foreign Corporations. 

Arizona—Income Tax Return and Returns of Information at the source 
due on or before March 15.—Domestic and Foreign Corporations, 

Annual Statement of Mining Companies due between Janu- 
ary 1 and April 1—Domestic and Foreign Corporations engaged 
in mining of any kind. 

ArKansAs—Franchise Tax Report due on or before March 1.—Do- 
mestic and Foreign Corporations. 

Ca.irornia—Returns of Information at the source and Returns of Tax 
Withheld at the source due on or before February 15.—Domestic 
and Foreign Corporations. 

Franchise (Income) Tax Return due on or before March 15. 
—Domestic and Foreign Corporations. 

CoLorapo—Returns of Information at the source due on or before Feb- 
ruary 15.—Domestic and Foreign Corporations. 

Annual Report due on or before March 15.—Domestic and 
Foreign Corporations. 

Connecticut—Annual Report due on or before February 15 (if cor- 
poration was organized or qualified between January 1 and June 
30 of any previous year).—Domestic and Foreign Corporations. 

Income Tax Return due on or before April 1.—Domestic 
and Foreign Corporations. 

Detaware—Returns of Information at the source due on or before 
March 15.—Domestic and Foreign Corporations making certain 
payments of dividends, interest or other income to citizens or 
residents of Delaware during 1941. 

Dominion oF CanaDa—Returns of Information at the source due on 
or before February 28.—Domestic and Foreign Corporations. _ 

Gerorcia—Income Tax Return and Returns of Information at the source — 
due on or before March 15.—Domestic and Foreign Corpora ~ 
tions. = 
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Grorci1a—( Continued ) 


Report’ of Resident Stockholders and Bondholders due on 
or before March 1.—Domestic and Foreign Corporations. 

Intangible Property Tax Return due on or before March 15. 
—Domestic and Foreign Corporations. 

Ipano—Income Tax Return and Returns of Information at the source 
due on or before March 15.—Domestic and Foreign Corporations, 

Int1nois—Annual Report due between January 15 and February 28.— 
Domestic and Foreign Corporations. 

lowa—Income Tax Return and Returns of Information at the source 
due on or before March 31.—Domestic and Foreign Corporations. 

Returns of Tax Withheld at the source due on or before 
March 31.—Domestic and Foreign Corporations. 

Kansas—Returns of Information at the source due on or before March 
1.—Domestic and Foreign Corporations. 

Annual Report and Franchise Tax due on or before March 
31.—Domestic and Foreign Corporations. 

Kentucky—Returns of Information at the source due on or before 
March 15.—Domestic and Foreign Corporations. 

Lovistana—Capital Stock Statement due on or before March 1.—For- 
eign Corporations. 

Marine—Annual License Fee due on or before March 1.—Foreign Cor- 
porations. 

MaryLanpD—Returns of Information at the source due on or before Feb- 
ruary 15.—Domestic and Foreign Corporations. 

Returns of Tax Withheld at the source due on or before 
February 15.—Domestic and Foreign Corporations. 

Income Tax Return due on or before April 15.—Domestic 
and Foreign Corporations. 

MassacnUsETTs—Returns of Information at the source due on or before 
March 1.—Domestic and Foreign Corporations. 

Minnesota—Returns of Information at the source due on or before 
March 1.—Domestic and Foreign Corporations. 

Income Tax Return due on or before March 15.—Domestic 
and Foreign Corporations. 

Annual Report due between January 1 and April 1.—For- 
eign Corporations. 

MississippI—Income Tax Return and Returns of Information at the 
source due on or before March 15.—Domestic and Foreign Cor- 
porations. 

Missouri—Returns of Information at the source due on or before 
March 1.—Domestic and Foreign Corporations. 

Annual Franchise Tax Report due on or before March 1.— 
Domestic and Foreign Corporations. 

Income Tax Returns due on or before March 15.—Domestic 
and Foreign Corporations. 

Montana—Annual Report of Capital Employed due between January 


one — 1.—Foreign Corporations qualified after February 
, 1915. 
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MontTana—(Continued) 


Annual Return of Net Income due on or before March 1.— 
Domestic and Foreign Corporations. . 

Annual Report due on or before March 1.—Domestic and 
Foreign Corporations. 

Returns of Information at the source due on or before March 
15.—Domestic and Foreign Corporations. 

Nevapa—Annual Statement of business due not later than the month 
of March.—Foreign Corporations. 

New Hampsuire—Annual Return due on or before April 1.—Domestic 
and Foreign Corporations. 

Franchise Tax due on or before April 1—Domestic Cor- 
porations. 

New Mexico—Franchise Tax Return due on or before March 15.— 
Domestic and Foreign Corporations. 

Returns of Information at the source due on or before April 
1.—Domestic and Foreign Corporations. 

New Yorxk—Returns of Information at the source and Returns of Tax 
Withheld at the source due on or before February 15.—Domestic 
and Foreign Corporations. 

Annual Franchise Tax Report and Tax of Real Estate and 
Holding Corporations due between January 1 and March 1— 
Domestic and Foreign Real Estate and Holding Corporations. 

Norte Carotina—Income Tax Return and Returns of Information at 
the source due on or before March 15.—Domestic and Foreign 
Corporations. 

Norta Daxota—Income Tax Return and Returns of Information at 
the source due on or before March 15.—Domestic and Foreign 
Corporations. 

Annual Report due between January 1 and April 1.—For- 
eign Corporations. 

Oxn1o—Annual Franchise Tax Report due between January 1 and 
March 31.—Domestic and Foreign Corporations. 

Annual Statement of Proportion of Capital Stock due be- 
tween January 1 and March 31.—Foreign Corporations. 
Oxtanoma—Returns of Information at the source due on or before 

February 15.—Domestic and Foreign Corporations. 
Income Tax Return due on or before March 15.—Domestic 
and Foreign Corporations. 

Orecon—Returns of Information at the source due on or before Feb- 
ruary 15.—Domestic and Foreign Corporations. 

Excise (Income) Tax Return due on or before April 1— 
Domestic and Foreign Corporations. 

PENNSYLVANIA—Capital Stock Tax Report and Tax, Corporate Loans 
Report and Tax and Bonus Tax Report due on or before March 
15.—Domestic Corporations. 

Franchise Tax Report and Tax, Corporate Loans Tax Re 
port and Bonus Tax Report due on or before March 15.—For 


eign Corporations. p 
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Ruope IsLtanD—Annual Report due during February.—Domestic and 
Foreign Corporations. 

Corporation Tax Return due on or before March 1.—Do- 
mestic and Foreign Corporations. 

South CaRoLiInA—Annual License Tax Report due during February.— 
Domestic and Foreign Corporations. 

Income Tax Return and Returns of Information at the 
source due on or before March 15.—Domestic and Foreign Cor- 
porations. 

South Dakota—Annual Capital Stock Report due before March 1.— 
Foreign Corporations. 
Income Tax Return and Returns of Information at the source 
due on or before March 31.—Domestic and Foreign Corporations. 
Texas—Annual Franchise Tax Report due between January 1 and 
March 15.—Domestic and Foreign Corporations. 
Unitep StaTEs—Returns of Information at the source due on or before 
February 15.—Domestic and Foreign Corporations. ; 

Annual Return of Net Income due on or before March 15.— 
Domestic and Foreign Corporations having an office or place of 
business in the United States. 

Utan—Returns of Information at the source due on or before February 
15.—Domestic and Foreign Corporations. 

Income (Franchise) Tax Return due on or before March 15. 
—Domestic and Foreign Corporations. 

VeRMONT—Returns of Information at the source due on or before Feb- 
ruary 15.—Domestic and Foreign Corporations. 

Annual Report due on or before March 1.—Domestic Cor- 
porations. 

Annual License Tax Return and Payment due on or before 
March 1.—Domestic and Foreign Corporations. 

Income (Franchise) Tax Return due on or before March 15. 
—Domestic and Foreign Corporations. 

Extension of Certificate of Authority due on or before April 
1.—Foreign Corporations. 

Vircinta—Annual Registration Fee due on or before March 1.—Do- 
mestic and Foreign Corporations. 

Annual Franchise Tax due March 1—Domestic Corporations. 

West Vircin1a—Returns of Information at the source due on or before 
March 15.—Domestic and Foreign Corporations. 

Wisconsin—Income Tax Return and Returns of Information at the 
source due on or before March 15.—Domestic and Foreign Cor- 
porations. 

Annual Report due between January 1 and April 1—Do- 
mestic and Foreign Corporations. 


QO 





The Corporation Trust Company’s 


Supplementary Literature 


In connection with its various activities The Corporation Trust Company publishes the 
following supplemental pamphlets, any of which will be sent without charge 
to readers of The Journal. Address The Corporation Trust Company, 
120 Broadway, New York, N.Y. 


Delaware Corporations. Presents in convenient form a digest of the 
Delaware corporation law, its advantages for business corporations, 
the attractive provisions for non par value stock, and a brief summary of the 


statutory requirements, procedure and costs of incorporation—all reflecting the 
amendments adopted in 1941. 


Amendments to Delaware Corporation Law, 1941. Contains complete 


text of the amendments adopted at the 1941 session of the legislature, 
giving for each one a brief explanation of its purpose and effect. 


Spot Stocks—and Interstate Commerce. Treats, in a general and 
informal way, of tlie relation between the carrying of goods in 
warehouses in outside states and the statutory obligations which that activity, in 
some states, places on the corporation owning the goods. 


What Constitutes Doing Business. (Revised to March 15, 1939.) A 


184-page book containing brief digests of decisions selected from 
those in the various states as indicating what is construed in each state as “doing 
business.” The digests are arranged by state, but a Table of Cases and a Topical 
Index make them accessible also by either case name or topic. There is also a 
section containing citations to cases on the question of doing business such as 
to make the company subject to service of process in the state. 


When a Corporation Leaves Home. A simple explanation of the 


reasons for and purposes of the foreign corporation laws of the 
various states, and illustrations of when and how a corporation makes itself 
amenable to them. Of interest both to attorneys and to corporation officials. 


We've Always Got Along This Way. This is a 24-page pamphlet 
giving brief digests of cases in various states in which corporation 
officials who had thought they were getting along very well with statutory repre- 
sentation by a business employe suddenly found themselves penalized in unusual 


and often embarrassing ways; such as one company that had to pay its employe- 
representative's alimony. 


What! We Need a Transfer Agent? Nonsense! The foregoing is the 


title of a pamphlet which describes in detail, with many illustrations, 
the exact steps through which a stock certificate goes in being transferred from 
one owner to another by an experienced transfer agent—purpose being to enable 
any corporation official to judge more accurately whether or not his own company 
should use the services of a transfer agent. 


Judgment by Default. Gives the gist of Michigan Supreme Court case 
of Rarden y. Baker and similar cases in other states, showing how 
corporations qualified as foreign in any states and utilizing their business em- 


ployes as statutory representatives are sometimes left defenseless in personal 
damage and other suits. 


A Corporation’s Achilles Heel. Containing the complete text of the 


opinion of the Supreme Court of the United States in State of 
Washington ex rel. Bond & Goodwin & Tucker, Inc. v. Superior Court, State of 
Washington, of the Supreme Court of New Mexico in Silva v. Crombie & Co., 
and of the Supreme Court of Michigan in Rarden v. R. D. Baker Co.—three 


decisions of great significance to attorneys of corporations qualified in one or 
more states. 





The biggest “dollars worth” 
on Income Taxes - - just published 


wo ey © UNITED STATES 


MASTER TAX GUIDE 


“2 fg Vi) MASTER TAX GUIDE 


Based on the Internal Revenue Code, ag 

amended, it tells just how the federal 

revenue law stands today. Moreover, it is 
} replete with ideas and suggestions that 
} will conserve time and protect against 
i) overpayments and mistakes in making out 
} 1941 income tax returns, handling 1942 
i income tax questions under the federal 
» revenue laws, etc. 


The new UNITED STATES MASTER TAX GUIDE for 1942 is 
up-to-date in every detail. All the new provisions, rates and changes 
effected by the Revenue Act of 1941 are fully reflected. Plain-English 
explanations cover every important phase of the federal income tax— 
application of the tax to individuals, estates and trusts, corporations, 
partnerships; determination of net income; capital gains and losses; 
deductions; returns, etc. The excess profits tax, the capital stock tax, 
and the declared value excess-profits tax too, are each soundly, 
clearly, treated. Other timely and valuable features include tax rate 
tables, tax calendar, and detailed topical index. In all per 
288 pages, 6x9 inches, well printed on good paper, sewed, $7 copy 
and bound in heavy ripple paper covers. 


Use This Handy Order Form 


Commerce Clearing House, Inc. 
214 N. Michigan Ave., Chicago 


Send us a copies of the new 1942 UNITED STATES 
MASTER TAX GUIDE, now ready, at $1 a copy (10 copies, $9; 
25, $21). [] Remittance enclosed [) Send bill 


extra copies are wanted. 





THE; CORE ORATION TRUST COMPANY 


120 BROADWAY, NEW YORK, N. Y. 


Posrmastrr—If undeliverable For Any Reason, notify 
sender, stating reason (and new address, if known, 


if addressee has moved) on postage for 
which is guaranteed. 
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Have you bought 
all the National 
Defense Bonds 
you can spare 


the money for? 
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